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REPORT OF THE DIRECTORS 


OF 


The Cincinnati and Suburban Bell Telephone Company 


For The Year 1950 



The exceptional growth of our service since 1945 con* 
tinued throughout 1950. 

The increase in telephones served exceeded that of 1949. 
As the number of telephones increases, the value of the ser- 
vice to the user increases by making it possible for him to 
reach more and more people. 

The volume of local and long distance calls handled was 
the greatest in the Company’s history and the over-all qual- 
ity of the service was substantially improved. 

At the end of the year 97.5% of the Company’s tele* 
phones were dial operated. 

Expenditures for new construction needed to meet the 
continuing public demand for service continued at a high 
level throughout 1950. The investment in telephone plant at 
the close of 1950 was 67% greater than at the close of 1945. 
The continually rising cost of labor and materials during this 
five-year period of unprecedented plant expansion has had a 
far-reaching effect upon the Company's average investment 
per telephone in service which increased from $208 in 1945 
to $233 at the close of 1950. 

Net income in 1950 improved over 1949 largely because 
of the rate increases introduced in 1949, which were in effect 
for the full year 1950 and for somewhat less than a half year 
in 1949. The net income of both years includes income from 
the rate increases in Kentucky with respect to which reser¬ 
vations of surplus have been made against contingency of 
refunds to subscribers in connection with the Kentucky rate 
case which has been pending in the court since last June. 
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On April 6, 1950 the Public Service Commission of Ken* 
tucky entered an order approving only certain of the rates 
and charges which had been filed by the Company on July 20, 
1949. Specifically, the Commission's order approved the new 
rates and charges for local service in and to the Metropolitan 
Exchange Area, but denied the new rates and charges for 
local service in other exchanges and the new intrastate toll 
rates. The additional gross annual revenues which were 
denied amounted to approximately $86,500. 

Petitions for rehearing of the Commission's order were 
filed by special counsel for protesting municipalities and by 
the Company and both petitions were denied by the Com' 
mission on May 15, 1950. Thereafter, petitions in equity ap' 
pealing from the Commission's order of April 6, 1950 were 
filed in Franklin Circuit Court by both parties and as this 
report goes to press the Court has not yet ruled on these 
petitions. 

Pending the decision of the Court, the Company has con' 
tinued to charge the new rates under a refunding bond and 
the additional revenues involved are included in the attached 
financial statements. 



Operating revenues for 1950, including revenues collected 
under refunding bond in Kentucky, totaled $25,639,054, an 
increase of $3,235,156, or 14.4% over 1949. This increase 
was due largely to the greater number of telephones in ser' 
vice, an increase in the number of toll messages and to in' 
creased rates which were in effect for the full year 1950 but 
for less than six months in 1949. 

Total expenses, including taxes, amounted to $20,816,172, 
an increase of $2,275,745, or 12.3%, over 1949. The largest 
single factor accounting for this increase was the increase in 
Federal taxes on income. Other contributing factors were in' 
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creased depreciation and property taxes, reflecting the higher 
investment per telephone, and higher wage rates. 

Net income available for dividends, including income 
from revenues collected under refunding bond in Kentucky, 
amounted to $4,305,719, and was equivalent to $5.24 per 
average share outstanding during the year, compared with 
$4.80 per share in 1949. Net earnings per share in 1950 
would have been approximately $4.69 had the shares issued 
in July, 1950 been outstanding the entire year. Dividends at 
the annual rate of $4.50 per share, amounting to $3,696,766, 
were declared during 1950. 



The Company's operating taxes for 1950 reached the 
record sum of $5,028,600. This is an increase of $1,521,200, 
or 43.4%, over last year and $786,300, or 18.5%, over the 
previous high year of 1944. 

In addition, excise taxes totaling $5,028,195 were col¬ 
lected from the users of local and long distance service and 
remitted to Federal and State governments. 

Total direct taxes—those assessed against the Company, 
plus those assessed against the telephone users—amounted to 
$10,056,795, for 1950. This is an average of $2.36 per tele¬ 
phone per month. 



The investment in plant was increased by more than 
$4,000,000 in 1950 to a total of $86,165,992 at the end of the 
year. Of this total $34,569,000 has been added in the last 
five years in the greatest expansion program in the Com¬ 
pany's history. 

Six more manual central offices were converted to dial 
during the year—BEechmont-Sutton, SYcamore-Orchard, 
JAckson-Douglas, PRinceton-Glendale, Holly (formerly 
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Independence) and Thatcher. New buildings were required 
to accommodate four of these central offices. It was planned 
that community visits or “open house" nights would be ar* 
ranged for these new buildings but this program has had to 
be deferred and access to all central offices restricted in the 
interest of national defense. Certain precautionary measures 
are also being instituted for the protection of the service and 
the employees. 

Large quantities of cable and other outside plant also 
were installed during 1950 to coordinate the dial conversions 
and to provide relief in areas where shortages of such plant 
existed. 



The continued heavy demand for service and the further 
expansion of telephone facilities during the year resulted in a 
net increase of 18,185 telephones. While this annual growth 
in telephones is somewhat below the record increases for the 
years 1946 through 1948, it exceeded last year's increase of 
16,403 by almost 11%. 

There were 365,480 telephones in service at the end of 
the year, an increase of 50% since the end of the war. All 
but 9,089 of these telephones are dial operated. 

During 1950, the number of unfilled orders for new 
service was reduced from 1,552 to 351, all of the latter hav* 
ing been received during the last half of the year with only 
29 of them being held longer than three months. 

Progress was also made toward meeting the requests for 
regrading of existing service, principally to individual lines. 
Unfilled orders of this type were reduced from 12,165 at the 
beginning of the year to 1,240 at the end of the year. How- 
ever, a sharply increased demand for primary service during 
the last half of 1950, together with the recently imposed 
governmental restrictions on the use of copper, have forced 
the Company to again limit new applications for residential 
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service to party line service. With the tempo of the national 
defense program steadily increasing, the Company is unable 
to foresee when it will be able to give all applicants the type 
of service they want when they want it. 



The number of employees at the end of the year was 
3,171, of which number 62 were on leave of absence for 
military service. 

Employees who enlist or are inducted into the armed 
forces during the present emergency continue to accrue sen* 
iority for purposes of the Benefit Plan and wage progress 
sion. They also receive the excess of their Company pay over 
their government pay for three months if they have been em^ 
ployed one year or more, or for two weeks if their employ* 
ments has been less than one year. For those with dependents, 
these payments are extended for an additional period of 
three months regardless of length of employment. In addition, 
all employees are paid for any vacation to which they may be 
entitled. 

Total wage payments during the year amounted to 
$10,616,337, an increase of $406,477, over 1949. 

In January, 1950, the Union representing non* 
management employees exercised its reopening privilege for 
bargaining on basic wages and presented demands for further 
wage increases, including a general wage increase of 
unspecified amount. 

Following negotiations on the Union's demands, terms of 
settlement were agreed upon, effective May 21, 1950, under 
which, among other things, the length of time required to 
reach maximum wage rates was reduced in most job classifica* 
tions, which gave a majority of the employees an increase. It 
is estimated that the effect of this agreement will be to in* 
crease wage payments and related pension and other costs by 
approximately $200,000 annually. 
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Payments to active and retired employees or their depend' 
ents under the Company’s “Plan for Employees’ Pensions, 
Disability Benefits and Death Benefits” during 1950 
amounted to $508,246, divided as follows: 


Service Pensions (paid from the Pension 

Trust Fund.._.—$308,117 

Sickness Disability Benefits--- 143,645 

Accident Disability Benefits and Expenses. 6,468 

Disability Pensions --- 22,747 

Death and Other Benefits^..-. 27,269 


In addition, payments for time lost during the first week 
of absence due to sickness, which period is not covered by 
the Plan, amounted to $89,046. 


The Plan, now in its 38th year, is a pioneer among in' 
dustrial benefit plans and treats all employees equally accord' 
ing to their age, length of service and pay and is maintained 
by the Company without cost to the employees. 

Service pensions under the Plan are paid from a trust 
fund built up through regular payments by the Company, 
computed in accordance with actuarial requirements, and the 
fund is irrevocably devoted to service pension purposes. A 
report of the Trustee is shown on page 16. 
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To encourage and assist employees to carry on their own 
security programs, the Company has for many years provided 
voluntary payroll deduction plans for the purchase of life 
insurance, hospital care, government savings bonds and for 
other forms of saving. 


Early in 1950 a Stock Purchase Club was formed by a 
group of employees for the purpose of purchasing rights to 
subscribe to the Company’s next stock offering, the cost of 
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the rights and the stock to be accumulated through payroll 
deductions. No director or officer of the Company was eli¬ 
gible to membership and the responsibility of the Company 
is limited to the making of authorized payroll deductions and 
the payment of such deductions to a bank designated by the 
Club. During the July, 1950 stock offer, 368 members of the 
Club subscribed for 2,952 shares of stock, an average of 
8 shares. 

At the end of the year, approximately 89% of the em' 
ployees were participating in one or more of these thrift 
plans. 
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In May, 1950 the Company offered 234,856 shares of 
common stock to shareholders for subscription at par, $50.00 
per share, in the ratio of one share for each three shares held 
on May 26, 1950. Subscriptions totaled 233,867 shares, or 
99.58% of the shares offered. 

The proceeds were used to repay temporary bank loans 
obtained to carry on the construction program. Temporary 
bank loans at the close of 1950 amounted to $3,720,000. 

The Company’s shareholders increased from 6,140 at 
December 31, 1949 to 7,639 at December 31, 1950. 76% of 
the shareholders, owning 53% of the shares, are located in 
the territory of the Company. 


atton 

Mr. Oscar A. Frank, Vice President in charge of person' 
nel and public relations, retired on pension February 1, 1951 
after forty'five years of loyal and useful service. 

Mr. Harvey P. Johnston, General Plant Manager, was 
elected Vice President in charge of personnel and public 
relations to succeed Mr. Frank, effective January 1, 1951. 
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The DIxie'Erlanger central office is scheduled to be 
changed from manual to dial operation in May, 1951. This 
cutover will complete the Company's dial conversion program 
in Kentucky. 


Land has been purchased and a new building has been 
started for the conversion of the WHitewater'Cleves and 
TUxedo'Delhi central offices to dial operation sometime in 
the late fall of 1951. Equipment for this cutover has been 
engineered and is in the process of manufacture. It is hoped 
that material shortages, particularly copper, will not inter' 
fere with our plans at the last moment. 

A building site also has been acquired preparatory to the 
conversion of TErrace'Milford central office to dial. Subject 
to material restrictions, the Company intends to go forward 
with its plans for the conversion of this office in the near 
future. Upon the completion of this project, all of the Com' 
pany’s telephones will then be dial operated. 

One additional garage on Wooster Pike is in the process 
of being built and a building site has been purchased for 
another garage in the Covedale area. 


Central office equipment known as the A4A system has 
been ordered for the extension of operator toll dialing, and 
when installed Cincinnati will become a control switching 
point in the nationwide toll dialing network. 


It should be noted that the addition and replacement of 
plant at present high cost levels will have a continuing effect 
on the cost of furnishing service since they result in increas' 
ing the plant investment per telephone and the associated 
depreciation expense and property taxes. 


When the national emergency was proclaimed, it ap' 
peared certain that material shortages would occur what with 
the program for national defense coming to the forefront as 
outlined from Washington. To the extent that the availability 
of materials will permit, the Company proposes to continue 
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its dial conversion and plant expansion program. In any 
event, the Company will continue to give the best service 
possible under existing conditions. 

The Directors express their appreciation to the employees 
for another year of accomplishment and efficient service and 
to the public for its understanding and consideration during 
these critical times in which we are living. 

For the Board of Directors, 

Bayard L. Kilgour, Jr. 

President. 

February 1, 1951. 
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CERTIFICATE OF AUDIT 

The Cincinnati and Suburban Bell Telephone Company, 
Cincinnati, Ohio. 

We have examined the consolidated balance sheet of The Cm* 
cinnati and Suburban Bell Telephone Company and Citizens 
Telephone Company as of December 31, 1950 and the related con' 
solidated statements of income and surplus for the year 1950. Our 
examination was made in accordance with generally accepted audit' 
ing standards, and accordingly included such tests of the accounting 
records and such other auditing procedures as we considered neces' 
sary in the circumstances. 

In our opinion, the financial statements (pages 11 to 15) pre' 
sent fairly the consolidated position of The Cincinnati and Suburban 
Bell Telephone Company and Citizens Telephone Company at 
December 31, 1950, and the consolidated results of their operations 
for the year 1950, in conformity with generally accepted accounting 
principles applied on a basis consistent with that of the preceding year. 

Lybrand, Ross Bros. Montgomery 

Cincinnati, Ohio. 

January 31, 1951. 
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FINANCIAL STATEMENTS 


The Consolidated Financial Statements which follow on pages 
12 to 15, inclusive, consolidate the accounts of The Cincinnati and 
Suburban Bell Telephone Company and Citizens Telephone Com' 
pany. The latter Company operates the Kentucky properties of 
The Cincinnati and Suburban Bell Telephone Company under a 
lease which provides that all net earnings of the lessee shall accrue 
to the lessor as rent. 

The accounts of these Companies have been maintained in 
accordance with Uniform Systems of Accounts prescribed for tele' 
phone companies by Federal authorities since January 1, 1913— 
originally by the Interstate Commerce Commission and since July, 
1934 by the Federal Communications Commission. The presently 
prescribed accounting requires, with certain exceptions, that the 
accounts for telephone plant show the original cost of property 
at the time of its first dedication to the public use, whether by 
the accounting company or by a predecessor owner. The total shown 
for “Telephone Plant” in the Balance Sheet represents such original 
cost, which is substantially the cost of the plant to the Company. 


W. G. Barth, 

Comptroller. 






The Cincinnati and Suburban Bell Telephone Company 
and Citizens Telephone Company 

COMPARATIVE CONSOLIDATED BALANCE SHEET 

ASSETS 

Dec. 31, 1950 Dec. 31, 1949 

PLANT AND OTHER INVESTMENTS: 

Telephone Plant (sec page 11)- $ 86,165,992 $ 82,115,233 

Land and buildings, rights of way, poles, wire, cable, under¬ 
ground conduit, switchboards, telephones, office furniture, 
vehicles, tools, etc. At December 31, 1950 this property 
was classified in the accounts as follows: 

Telephone Plant in Service_$85,111,341 

Telephone Plant Under Construction_ 1,034,316 

Property Held for Future Telephone Use.....20,335 

Investment in Subsidiary Not Consolidated__ 207,477 167,477 

Capital stock, at cost. 

Other Investments_ 5,000 5,000 

Total Plant and Other Investments. $ 86,378,469 $ 82,287,710 


CURRENT ASSETS: 


Cash ...... $ 

1,552,111 

$ 

1,054,883 

Special Cash Deposits and Working Funds_ 

43,680 


48,510 

Accounts Receivable_ . .... 

Amounts due for service (less reserve for uncollectible ac¬ 
counts), toll settlements, and miscellaneous items. 

2,516,431 


2,116,856 

Material and Supplies_ 

Principally for construction and maintenance purposes. 

950,993 


875,058 

Total Current Assets... $ 

5,063,215 

$ 

4,095,307 


PREPAYMENTS AND DEFERRED CHARGES: 

Prepayments -$ 97,063 $ 87,116 

Principally insurance and cost of directories applicable to 
periods after close of year. 

Deferred Charges ___ 133,087 37,758 

Total Prepayments and 

Deferred Charges... $ 230,150 $ 124,874 

TOTAL ASSETS _ $ 91,671,834 $ 86,507,891 
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The Cincinnati and Suburban Bell Telephone Company 
and Citizens Telephone Company 

COMPARATIVE CONSOLIDATED BALANCE SHEET 

liabilities 

Dec. 31, 1950 Dec. 31, 1949 

CAPITAL STOCK: - - 

Common Stock- $ 46,921,810 $ 31,228,100 

Par value of common stock outstanding. (Authorized 
2,000,000 shares; outstanding 938,437 shares at December 
31, 1950.) 

Premium on Capital Stock_____ 72,756 72 756 

Amount received in excess of par value. __ * _ * 

Total Capital Stock---- $ 46,994,606 $ 35,301,216 


CURRENT AND ACCRUED LIABILITIES: 

Notes Payable to Banks- $ 3,720,000 $ 13,650,000 

Accounts Payable - 2,767,326 2,573,682 

Amounts owing for payrolls, supplies, toll settlements, 
and miscellaneous items. 

Advance Billing for Service, and Customers’ 

Deposits- 987,258 943,708 

Taxes Accrued- 4,271,819 3,112,788 

Interest Accrued_ 12,725 30,599 

Dividend Declared- 1,060,434 796,164 

Other Current and Accrued Liabilities_ 22,645 23,509 

Total Current and Accrued Liabilities. $ 12,842,207 $ 21,130,450 

DEFERRED CREDITS - $ 3,022 $ 5,477 

DEPRECIATION RESERVE - $ 26,616,010 $ 25,578,866 

Provision to meet loss of investment in depreciable plant-—- - 

upon its ultimate retirement from service. 

SURPLUS: 

Earned Surplus Reserved_ $ 328,466 $ 112,251 

Reservation against contingency of refunds to telephone 
subscribers in connection with pending Kentucky rate case. 

Unappropriated Earned Surplus (see page 15)_ 4,887,523 4,379,591 

Total Surplus- $ 5,215,989 $ 4,491,842 

TOTAL LIABILITIES - $ 91.671,834 $ 86,507,891 
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The Cincinnati and Suburban Bell Telephone Company 
and Citizens Telephone Company 


COMPARATIVE CONSOLIDATED INCOME STATEMENT 

Year 1950 Year 1949 

LOCAL SERVICE REVENUES_ $ 20,776,775 $ 17,995,220 

TOLL SERVICE REVENUES._ 4,062,118 2,627,364 

MISCELLANEOUS REVENUES_ 857,358 832,194 

Revenues from directory advertising, rents and miscel¬ 
laneous sources. 

LESS: UNCOLLECTIBLE OPERATING 

REVENUES_ 57,197 50,880 

Provision for revenues which may be uncollectible. - - 

TOTAL OPERATING REVENUES (a)_$ 25,639,054 $ 22,403,898 

CURRENT MAINTENANCE_$ 5,912,964 $ 5,287,324 

Cost of inspection, repairs, and rearrangements required to 
keep the plant and equipment in good operating condition. 

DEPRECIATION EXPENSE_ 2,702,301 2,473,903 

Provision to meet loss of investment when depreciable 

{ >lant is retired from service, based on rates for the dif- 
erent classes of property which are designed to spread 
this loss of investment uniformly over its service life. 

Such provision represented approximately 3.6% of average 
investment in depreciable plant in service during 1950 and 
3.7% during 1949. 

TRAFFIC EXPENSES_ 2,883,144 3,193,911 

Costs incurred in the handling of messages, principally 
operators’ wages. 

COMMERCIAL EXPENSES_ 1,563,080 1,493,122 

Costs incurred in business relations with customers; pay 
station commissions; cost of directories, advertising, etc. 

OPERATING RENTS_ 62,401 64,132 

Rents for the use of buildings, poles, conduits and other 
facilities. 

GENERAL AND MISCELLANEOUS EXPENSES: 

Executive and Legal Departments _ 285,169 326,546 

Accounting and Treasury Departments - 951,019 941,886 

Provisions for employees’ service pensions (b) _ 783,248 689,583 

Employees’ sickness, accident, death and 
other benefits _ 226,523 164,367 

Services received under license contract - 244,743 208,635 

Other general expenses _ 421,911 430,807 

Less: Expenses charged construction - 248,931 241,189 

TOTAL OPERATING EXPENSES_$ 15,787,572 $ 15,033,027 

NET OPERATING REVENUES (carried forward)_$ 9,851,482 $ 7,370,871 
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The Cincinnati and Suburban Bell Telephone Company 
and Citizens Telephone Company 

COMPARATIVE CONSOLIDATED INCOME STATEMENT 

(Continued) 

Year 1950 Year 1949 


NET OPERATING REVENUES (brought forward).. 
OPERATING TAXES: 

Federal Taxes on Income_ 


$ 9,851,482 $ 7,370,871 


Other Taxes— principally state, local and social 
security___ 


NET OPERATING INCOME.. 


OTHER INCOME_ 

Principally interest charged construction. 
MISCELLANEOUS DEDUCTIONS FROM 
INCOME (b)_ 


INCOME AVAILABLE FOR FIXED 
CHARGES _ 


INTEREST DEDUCTIONS 
NET INCOME _ 


.. $ 

3,140,000 

$ 

1,924,000 


1,888,600 


1,583,400 

. $ 

5,028,600 

$ 

3,507,400 

$ 

4,822,882 

$ 

3,863,471 


68,037 


156,973 


358,910 


381,465 

. $ 

4,532,009 

$ 

3,638,979 


226,290 


259,729 

. $ 

4,305,719 

$ 

3,379,250 


(a) “Total Operating Revenues” include approximately $502,000 in 1950 and $187,600 in 1949 with 
respect to which reservations of surplus have been made against contingency of refunds to 
telephone subscribers in connection with pending Kentucky rate case. 

(b) Total provisions for employees’ service pensions amounted to $1,139,178 for 1950 and $1,054,963 
for 1949, of which amounts $355,930 for 1950 and $365,380 for 1949 were charged to Miscel¬ 
laneous Deductions from Income in order to comply with accounting requirements of the 
Federal Communications Commission. The Companies and their independent public accountants 
consider that these latter amounts were, in fact, current operating expenses. 


Consolidated Statement of Unappropriated Earned Surplus 


Year 1950 

BALANCE—DECEMBER 31, 1949_$ 4,379,591 

NET INCOME (from Income Statement)_$ 4,305,719 

ADJUSTMENT OF PROVISIONS MADE IN PRIOR 

YEARS FOR FEDERAL TAXES ON INCOME_ 155,512 

MISCELLANEOUS ADDITIONS _ 18 


TOTAL ADDITIONS _ $ 4,461,249 


DIVIDENDS DECLARED_$ 3,696,766 

TRANSFERRED TO EARNED SURPLUS 

RESERVED___ 216,215 

MISCELLANEOUS DEDUCTIONS_ 40,336 


TOTAL DEDUCTIONS_$ 3,953,317 


NET INCREASE___ 507,932 

BALANCE—DECEMBER 31, 1950_ $ _4, 887,523 
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TRUSTEE’S REPORT OF PENSION TRUST FUND 
established by 

The Cincinnati and Suburban Bell Telephone Company 
and Citizens Telephone Company 


BALANCE IN FUND—December 31. 1949- $ 7,072,576.54 

Additions to Fund During 1950— 

Payments into Fund by Company-.$ 1,139,178.00 

Interest Revenue, including gain or loss 

on investments disposed of- 205,649.33 

TOTAL ADDITIONS _$ 1,344,827.33 

Disbursements for Pensions During 1950- 308,117.38 


NET INCREASE IN FUND_ 1,036,709.95 

BALANCE IN FUND—December 31, 1950- $ 8,109,286.49 

Comprised of— 

Bonds of Bell Telephone Companies - $ 1,381,223.40 

U. S. Government Obligations - 2,274,558.85 

Public Utility, Railroad and Industrial Bonds ..-.. 4,116,885.80 

Other Investments - 50,000.00 

Cash and accrued interest not due - 286,618.44 

TOTAL _ $ 8,109,286.49 

NOTE: Securities are shown on amortized basis. 


BANKERS TRUST COMPANY, Trustee 


By W. B. DUNCKEL 
Vice President 


New York, N. Y.—February 1, 1951. 
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